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SUBJECT: ADB LOANS FOR CHITWAN VALLEY DEVELOPMENT AND KANKAI 
IRRIGATION PROJECTS (NEPAL) 

REP: (A) TREASURY 77-141, (B) MANILA 15041, (C) KATHMANDU 4327, 

(D) MANILA 15122, (E) KATHMANDU 4325 

1 . ON OCTOBER 1 1 , ADB BOARD OF DIRECTORS APPROVED SUPPLE- 
MENTARY LOANS POR CHITWAN VALLEY DEVELOPMENT PROJECT AND 
KANKAI IRRIGATION PROJECT. PRESS RELEASES BEING POUCHED. 

2. IN WITHHOLDING SUPPORT AND ABSTAINING ON CHITWAN PROJECT 
(PER REFTEL A), U.S. EXECUTIVE DIRECTOR GAVE A DETAILED STATE- 
MENT ON U.S. POLICY OP GENERAL OPPOSITION TO ADB PINANCING 

OF COST OVERRUNS FROM ITS OWN RESOURCES. THERE WAS, HOWEVER, 
NO SUPPORT FROM OTHER EDS POR U.S. POSITION ON CHITWAN 
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PROJECT AND LITTLEIKNDICATION THAT EDS WOULD BE LESS 
SYMPATHETIC IN FUTURE TO SUPPLEMENTARY LOANS. BANK ARGUMENT 
WAS SYMPATHETIC CONSIDERATION MUST BE GIVEN TO COUNTRIES 
WHICH HAVE VERY LIMITED ADMINISTRATIVE CADRE TO ADMINISTER 
LOANS. AUSTRALIAN ED DID INDICATE SOME SYMPATHY IN GENERAL 
WITH POINTS MADE BY U.S. ED. HOWEVER, HE SAID HE DID NOT DRAW 
SAME DOCTRINAIRE CONCLUSIONS, RE CHITWAN PROJECT. 
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3. ADB OPERATIONS MANAGER EOR NEPAL CONCEDED THAT THERE WAS 
SUBSTANTIAL AND REGRETTABLE DELAY IN APPOINTMENT OF CONSUL- 
TANTS, AND SOME VERY STRONG WORDS WERE SAID ON THAT SUBJECT 
TO THE NEPALESE. HE SAID THAT CHIEF REASON WHY BANK 
AGREED TO FINANCE THIS COST OVERRUN WAS BECAUSE THIS IS 
THE KEY PROJECT AMONG THREE RELATED PROJECTS IN CHITWAN 
VALLEY AREA EINANCED BY BANK, THE OTHERS BEING GANDAK- 
HETAUDA POWER AND HETAUDA-NARAYANGARH ROAD PROJECTS. 
EDMOND 
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